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While corporate social responsibility has gained considerable academic, corporate and 
media attention, is it actually becoming institutionalised as a legitimate part of business? This 
paper investigates the relationship between corporate social performance, reputation and 
conformity among organisations in a population. Organisational theory suggests that by 
adopting similar practices, organisations gain legitimacy and support from important 
stakeholders. This case study investigates the institutionalisation of corporate social 
responsibility practice through a case study of the Australian banking industry. Since 
deregulation, the social impacts arising from changes to industry practice have been widely 
criticised. Despite this, one major bank has moved to the Number 1 reputation ranking of all 
Australian organisations for three years in a row. So are their responsibility practices 
institutionalised across the industry? The conclusion of this paper is ‘not yet’, raising a 
number of questions about citizenship, reputation, competitiveness and conformity. One 
potential outcome is that by improving the reputation of the entire population, the reputation 
of each organisation will also improve. I argue that through the process of institutionalising 
corporate social responsibility across the members of a population, the reputation of all those 
organisations will improve giving them a competitive advantage against other types of 
organisations in the same market.  
 
 






                                                                Institutionalising CSR 3 
Purpose of research 
This paper explores the process of institutionalisation of corporate social performance 
across a population1. While corporate social performance has been gaining attention in 
academic and popular literature, the question remains as to whether it is becoming 
institutionalised as an integral part of business. Institutional theory draws on Weberian 
principles of the formalisation and institutionalisation of organisational strategies, structures 
and practices and suggests that legitimacy is gained through isomorphism or similarity with 
other organisations in the same population or industry (Deephouse, 1996; DiMaggio & 
Powell, 1983; Hannan & Freeman, 1989; Meyer & Rowan, 1992). Institutionalised practices 
become the norm for an industry signalling that the practice is the best way to garner 
resources from the environment. This may reflect social expectations of the most appropriate 
way to conduct business (Deephouse, 1996; Hannan & Freeman, 1989; Meyer & Rowan, 
1992; Zucker, 1983). Given the attention paid by media, business press and academic 
literature to corporate social responsibility, this suggests that adopting corporate social 
responsibility practices is an appropriate part of business and an expected way to conduct 
business. In addition, socially responsible organisations are also likely to have a higher 
reputation ranking increasing their ability to attract resources such as employees, funding and 
customers (Fombrun, 1996). As such, institutionalising corporate social responsibility 
practices across members of a population can give them a competitive advantage over other 
types of organisations in their industry providing the same products of services (Haveman, 
1997). 
This study examines social responsibility and reputation at a population level by 
looking at similar types of organisations in the same industry. Observing the world at a 
population level allows the researcher to study patterns of real change over time rather than 
short term achievements of individual organisations (Aldrich, 1999). In doing so, this study 
also considers the relationship between industry reputation (Ravasi & Fombrun, 2004) and the 
reputation of individual organisations (Fombrun, 2001; Ind, 1997; van Riel, 1995).  
This paper presents the exploratory stage of a case study of the institutionalisation of 
corporate social responsibility in the population of major banks within the Australian banking 
industry. Australian banking has faced considerable public disapproval, government enquiries 
and extensive negative media coverage about the social impacts of its practices since 
deregulation. The public call for social accountability of the industry has led to the emergence 
of community banking as an alternative provider of financial services. This paper investigates 
population and organisational level responses to social impact concerns through social 
responsibility reporting, and also examines the impact on reputation. First the paper provides 
a short overview of the core concepts under investigation of institutionalisation, social 
responsibility and reputation. Methodology and research findings are then presented. Finally 
the paper discusses implications and suggestions for future research.  
Corporate social responsibility and performance 
Corporate social responsibility is the set of processes that results when organisational 
and environmental systems interpenetrate (Preston & Post, 1975). Wood (1991) defines 
corporate social responsibility as a business organisation’s configuration of principles of 
social responsibility, processes of social responsiveness, and policies, programs, and 
observable outcomes as they relate to the firm’s societal relationships (p. 693). Organisations 
adopt social responsibility practices for defensive reasons, market niche reasons and 
managerial reasons (Baron, 2000) but are influenced by factors in the social environment 
(Sethi, 2003). Some of the factors contributing to the rise in its prevalence include 
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competition, increased activism, reduced government activity, changing public expectations 
of business and increased socially responsible investment (Sims, 2003). 
Corporate social performance is largely concerned with secondary levels of 
organisational activity – that is the social impacts arising from the primary organisational 
activity of transforming inputs to outputs. This opens the debate about where the 
organisation’s responsibilities lie –to shareholders (Friedman, 1991) or stakeholders 
(Freeman, 1984). It can be argued that expectations from a broad range of stakeholders drive 
standards of legitimacy (Puente, Delgado, & Mazagatos, 2004) in the social environment 
which impacts the organisations’ operations. The public and academic debate about corporate 
social performance has focused attention to the impact of organisational activity and as such 
the standards of legitimacy in the broader social environment (Sethi, 1975; Wood, 1991). 
Wood’s Corporate Social Performance model integrates previous academic discussion on 
social performance and integrates the social expectations and organisational aspects of the 
relationship (1991).  
Figure 1: The Corporate Social Performance Model 
The Corporate Social Performance Model 
Principle of corporate social performance 
Institutional principle: legitimacy 
Organisational principle: public responsibility 
Individual principle: managerial discretion 









The model conceptualises corporate social performance of comprising three distinct aspects. 
The first are the social, organisational and individual principles regarding expectations and 
approaches to social responsibility. The second aspect is of processes through which the 
organisation assesses and develops strategy to respond to the environment. The final aspects 
are the behavioural outcomes of the organisation that comprise the visible aspects of the 
organisation’s social responsibility behaviours. The types of corporate social responsibility 
outcomes that are often adopted by organisations include: codes of ethics, philanthropy, cause 
marketing, volunteerism, environmental protection & conservation, workplace practices, 
human rights, community economic development, and accountability & triple bottom line 
reporting (Sims, 2003). The value of this model is in providing a framework for considering 
the stages through which the institutionalisation of social responsibility takes place. 
Corporate social responsibility reporting and reputation  
The number of companies reporting on their social and environmental achievements 
has been increasing over the years (Deegan, 2002; Deegan, Rankin, & Tobin, 2002; Gray, 
Owen, & Adams, 1996) and comprises an important aspect of business strategy 
(Hooghiemstra, 2000). These reports capture and report on the social responsibility 
behaviours of the organisation and also contribute to developing reputation rankings of 
organisations. Reputation has been defined as the accumulation of images of an organisation 
over time and across stakeholder groups (Fombrun, 1996, 2001; Fombrun & Shanley, 1990; 
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Fombrun & van Riel, 1997; van Riel, 1997). Reputation also highlights status comparisons 
between organisations to determine their relative standing (Ruef & Scott, 1998). 
Organisations with good reputations increase their ability to attract resources from the social 
environment (Fombrun & van Riel, 1997).  
Puente, Delgado and Mazagatos (2004) suggest that by achieving legitimacy or 
meeting social expectations with each of the organisation’s stakeholder groups, an 
organisation can then move towards achieving reputation as a level of excellence. The notion 
of a sliding scale from positive affirmation (reputation) through to meeting minimum social 
requirements (legitimacy) has been suggested as a means to incorporate the perspectives 
(Zyglidopoulos, 2003). In addition, Deephouse and Carter (2004) called for further research 
into the differences and relationships between the concepts of legitimacy and reputation as 
they share central antecedents and consequences. What they also share is the notion of 
organisational activity meeting expectations of appropriateness. As such, reputation rankings 
are one way to capture data about the appropriateness of organisational activity. Principles of 
isomorphism suggest that organisations will adopt similar responses to others in their industry 
to address legitimacy concerns because this is the best way to address similar problems. 
Given this, we could expect that organisations would adopt similar social performance 
behaviours as a way to increase their reputation. 
 
Figure 2 – relationship between legitimacy, corporate social responsibility and 
reputation 
Institutional principles of corporate social performance - legitimacy 
 
Organisational and individual principles  
 
 
Processes of corporate social responsiveness 
 




Drawing these notions together and applying them to Woods (1991) model, social 
expectations about organisational behaviour regarding the social impact of their activities can 
be captured as legitimacy. For the purposes of this study, measures to capture evidence of 
organisations within the population under study have been drawn from the literature. In order 
to capture the notion of legitimacy, mass media is used as a measure of legitimacy (Baum & 
Powell, 1995; Deephouse, 1996; Hybels, Ryan, & Barley, 1994; Ruef & Scott, 1998). The 
processes organisations adopt to meet social performance expectations that are suggested by 
Wood are often the domain of the public affairs function which is responsible for monitoring 
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and interpreting the environment and advising management of policies and implications 
arising from their activities (Corley, Cochran, & Comstock, 2001; Getz, 2002; Heath, 2002; 
Heugens, 2002; Meznar & Nigh, 1993; Post, Murray, Dickie, & Mahon, 1982). In this study, 
the existence of a public affairs function within the organisation is used an indication of an 
organisational processes to deal with the environment. Social reporting is a tool organisations 
use to report the social involvement and responsibility initiatives to stakeholders (Deegan et 
al., 2002). In this study, social reporting documents are used as a source of data about 
organisational social responsibility practices. 
 
Figure 3 – Measurement in corporate social performance model 
The Corporate Social Performance Model Evidence 
Principle of corporate social performance  
Institutional principle: legitimacy Mass media  
Organisational principle: public responsibility  
Individual principle: managerial discretion  
Processes of corporate social responsiveness  
Environmental assessment Public affairs function 
Stakeholder management  
Issues management  
Outcomes of corporate behaviour  
Social impacts  
Social programs Social responsibility reporting 
Social policies  
  
Background to Australian banking industry  
In 1983 the Australian banking industry was deregulated to allow banks to become 
more competitive and flexible to meet consumer needs within a prudent regulatory 
framework. Prior to this, regulations constrained banks from competing with smaller financial 
institutions such as building societies and credit unions. On one hand the banks have 
benefited financially with market capitalisation increasing from A$4.5billion in 1983 to more 
than A$200billion over 20 years and individual bank profits soaring. However the social 
impacts arising from the changes have led to widespread condemnation of the banking 
industry as a whole. Extensive job losses from downsizing, customer bankruptcy from 
incorrect banking advice as well as concerns about access to and affordability of financial 
products particularly in rural communities and to disadvantaged groups have consistently 
been raised in the media as social problems arising from deregulation. A number of 
parliamentary and industry enquiries have been conducted to investigate public concerns 
about the social impacts resulting from banking practices. Community banks and a few 
remaining building societies have emerged as an alternative provider of financial. Their chief 
competitive advantage is not size and profitability, but social responsiveness to customers and 
communities. This heightens the comparison between the corporate social responsibility of 
the major banks and the community banks. 
Research method 
As a case about corporate social responsibility response at an industry level, 
exploratory research was used to investigate how banks at both an individual and population 
level have addressed concerns about their legitimacy, social responsibility reporting of their 
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actions, and reputation. This paper represents initial investigation into the phenomena and as 
such is limited in its scope and generalisability. A purposive sample of the population of the 
four major Australian banks – ANZ, Commonwealth, National Australia and Westpac - over a 
five year period from July 1999 to June 2004 was used. This population is characterised by 
similarities in market, age, size and regulation.  
Data collection involved mass media coverage of public concerns about the banking 
industry to understand the institutional principle of legitimacy as meeting acceptable 
behaviours; and accessing annual and social reports of each of the organisations. Data about 
the existence of the public affairs function was gained from a review of organisational 
structure and senior management in annual reports. Evidence of social reporting was drawn 
from websites and print documents that included annual reports, social impact reports and 
social impact policy statements issued by each of the banks. Reputation rankings were drawn 
from the Reputex index which ranks Australia’s top 100 companies based on environmental, 
social, governance and employee dimensions. Data was analysed from a qualitative 
perspective guided by the Miles and Huberman (M. Miles & Huberman, 1994) approach to 
qualitative analysis. 
Findings 
This section provides a discussion of the findings of this study related to social 
reporting and social responsibility practices to address legitimacy concerns of the social 
impact of banks and reputation.  
Institutional principle and legitimacy expectations 
There was extensive negative media coverage about the social responsibility of banks 
during the period. Of these the majority were about the four banks in the study population. In 
addition, a feature length movie, regular segments of a comedy show and a number of books 
were also published about the negative social impacts of the banks. One of the outcomes was  
a parliamentary enquiry into fees introduced since deregulation and its impact on a variety of 
social groups. One of the submissions to this enquiry was made by the industry association, 
the Australian Banking Association, of which CEOs of the major four banks regularly headed 
up and which was considered by the rest of the finance industry as a lobby group for these 
four banks’ interests. Their formal submission to the enquiry was that banks’ responsibility 
was to shareholders and that the banks had no social obligation (AFR 240800). This was met 
with incredible media and community outrage leading the Prime Minister making a formal 
statement that banks indeed did have a social obligation. In doing so, this forced a public 
articulation of the bank’s position on social impact. For this discussion on conformity, it is 
interesting to note that the majority of reported media articles at this stage were from 
comments made by the industry representative rather than the individual banks. 
Processes 
From the review of organisational structures and senior management positions, it was 
revealed that each of these organisations had an established public affairs department. These 
had been established for some time reflecting the role of the major banks as significant 
corporate presences in the Australian business environment. The value of this observation is 
that in terms of Wood’s model, the organisation had in place a commitment to understanding 
and responding to the social environment. It does not reveal the commitment and approach 
taken by the organisations to social responsibility practices, which Wood (1991) suggests is 
only observed by the outcomes or practices of the organisation.  
Practices 
Each organisation was assessed to determine what type of formal social responsibility 
reporting it carried out. From the examination of public document, there was a change in 
reporting about social impact activities over the five year period in two dimensions: by 
organisation and by time as presented in Table 1. In year 1 of the study, reporting on social 
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responsibility practices was related to discussions of sponsorship and philanthropy programs 
in annual reports. This was the year of the parliamentary enquiry discussed in the media 
analysis where the banks made the claim that they had no social obligations. The banks said 
their obligation was to shareholders and social obligations were the domain of governments 
not private organisations that had a responsibility to make profit. In the following four years 
of this study, some banks began acknowledging their social responsibilities through the 
organisational mission and strategy. As shown in Table 1, the four organisations have made 
various changes in communicating their commitment to the community and to their social 
obligations. These have included moving from a position of philanthropy towards CEOs 
addressing social impact commitments, the development of social impact policies and the 
release of social impact reports. Westpac has been the most active in adopting such a stance 
and this has had a significant impact on their reputation ranking over the period of the study. 
Table 1: CSR reporting activities of four major banks from 2000-2004 
 ANZ CBA NAB WPAC 
1999-2000  
Annual report – 
  -Mission/strategy 
  -Chairman/CEO 
    address 
  -Other sections 
Social impact report 







































Annual report – 
  -Mission/strategy 
  -Chairman/CEO 
    address 
  -Other sections 
Social impact report 







































Annual report – 
  -Mission/strategy 
  -Chairman/CEO 
    address 
  -Other sections 
Social impact report 







































Annual report – 
  -Mission/strategy 
  -Chairman/CEO 
    address 
  -Other sections 
Social impact report 







































Annual report – 
  -Mission/strategy 
  -Chairman/CEO 
    address 
  -Other sections 
Social impact report 
Social impact policy 
Website content 
 







































Reputation as influence on institutionalisation 
The reputation ranking for each of the four banks was determined over the study 
period 2000-2004. Overall the reputation of the banks has increased over the time period but 
show significant disparity in rankings from year to year and between the organisations in the 
study as shown in Table 2. One of the banks, Westpac, has held the number one position out 
of all Australian companies for three years running. In fact it is the only organisation in 
Australia that has achieved an AAA rating in the past three years. This is the organisation that 
has been public in its commitment to corporate social responsibility since 2000. As with 
variations in the social responsibility practices of each organisation, there are also variations 
in the reputation ratings of each of the organisations in the study. 
 
Table 2: Reputation ranking of Australian banks 2000-2004 against top 100 Australian 
organisations 
 ANZ CBA NAB WPAC 
2000 46 70 69 35 
2001 38 24 12 2 
2002 10 26 29 1 
2003 35 36 19 1 
2004* A B+ AA AAA 
Source: Reputex Reputation Measure          * Ratings provided at Nov 2004, rankings yet to be published 
 
Discussion and implications of findings 
The central question raised in this paper relates to the thesis that institutionalising 
social responsibility practices across a population of organisations leads to higher reputation 
and can give those organisations a competitive advantage over other organisations in the same 
market. More research would be required to address this theoretical question developed from 
a marriage of institutional theories of legitimacy and concepts from the reputation literature 
about industry and organisational level reputation. However there are some indications 
revealed in this study that suggest opportunities for further enquiry in order to understand how 
corporate citizenship becomes a standard part of business practice. This also seeks to address 
Jules Prast’s challenge of reputation management becoming an integral part of an organisation 
and gaining a seat at the senior management table (8th International Conference of the 
Reputation Institute, 2004). The analysis of social responsibility practices of the four banks 
studied in this paper and their reputation rankings show significant differences in the ways 
they have addressed legitimacy concerns raised about the industry throughout this time 
period. This has implications for the concepts investigated in this paper that by individual 
organisations in a population/industry adopting similar strategies, the legitimacy of all 
improves. It also seeks to address the claim in reputation studies that industry reputation 
impacts on organisational reputation. 
The first point relates to media representations of legitimacy expectations and attempts 
to manage expectations of legitimacy (R. H. Miles, 1982) over the time period. There has 
been a considerable change in the position of banks in regard to social responsibility over the 
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time period. Individually, there were differences in the way banks chose to manage 
perceptions of legitimacy with their stakeholders using the strategy of corporate social 
responsibility reporting. Westpac has been active in taking a lead role in this type of 
reporting, with success reflected in terms of its reputation ranking. Compared to the other 
banks, and even other organisations within Australia, it has resulted in a significant approval 
in its ranking. Principles of isomorphism suggest that over time organisations in a population 
come to resemble each other as a strategy to garner legitimacy. Copying practices of more 
successful or legitimate organisations is one of the key ways this occurs (DiMaggio & Powell, 
1983). In this case, it would appear that a consistent Number 1 ranking in reputation would 
indicate activities that are legitimate by the social system. However other banks in the 
population have not necessarily copied the release of social responsibility reports and 
commitment to social responsibility as would be suggested by this theoretical claim. This can 
be a long term process and there has been a shift from philanthropic activities towards a 
broader commitment from management towards policy and commitment to stakeholders. 
The social responsibility practices developed by the organisation are also moderated 
by legitimacy and the social system’s expectation of business activity as suggested by Wood 
(1991) and Sethi (1975). This study is particularly interested in the institutional pressures on 
populations of organisations to adopt practices that signal to the social environment that the 
organisation’s secondary involvement meets standards of legitimacy. This has implications at 
a number of levels. The first is for principles of isomorphism or imitation in organisation 
theory. It appears that this principle is not evident in this situation. If organisation’s imitatie 
more successful organisations (DiMaggio & Powell, 1983), it would be expected that 
Westpac’s social responsibility initiatives would be copied by the other banks in their 
population. This is not clearly evident which raises a number of questions. This could reflect 
the esteem in which they hold the reputation ranking process or the activities of their 
counterpart.  
The other implication is for the notion that industry reputation impacts organisational 
reputation. Westpac has not only ranked higher than other banks, but is ranked higher than 
any other organisation in any industry for several years, despite the mixed rankings of its 
banking counterparts. This would suggest that individual organisations can have a higher 
reputation than their counterparts despite the reputation of the industry.  
Another implication is for the use of social responsibility reporting as an accepted 
strategy to address legitimacy concerns. The majority of banks have not adopted social 
reporting as a strategy to address concerns. This could reflect their perception of their power 
and influence in the social system as the financial success of these four organisations 
underpins the financial and monetary system in Australia. As such the message appears to be 
that this is how they see their contribution to the social wellbeing to the community. In 
addition, it may mean that since they perceive the legitimacy concerns to be at an industry 
level, they leave the industry association to produce information about the social contribution 
of the industry rather than needing to address these concerns at an individual level.  
As such, these findings suggest that while the adoption of CSR reporting is linked to 
higher reputation indices, it is not necessarily adopted as a strategy by members of the entire 
population to address questions of legitimacy levelled at the industry. While the study was 
conducted over five years, this change may still occur and further studies could investigate 
this.  
Limitations and opportunities for further research 
This paper presents initial exploratory research into institutionalisation of corporate 
social performance in a population. As such the findings are limited. However they provide an 
initial study to further investigate the process of isomorphism or how the practices of the 
organisations within a population become alike. Mimetic isomorphism (DiMaggio & Powell, 
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1983) suggest there are three ways organisations become similar – regulatory pressures, 
normative or industry/professional pressures on ways to conduct a profession, and mimetic 
where organisations copy one another. Mimetic isomorphism is most likely to occur from 
managerial determination and is considered a strategy when organisations face an 
environment of uncertainty (DiMaggio & Powell, 1983). Changes to the social expectations 
about the social impacts of banking falls into this category of uncertainty. The 
shareholder/stakeholder debate over organisational focus on financial vs social impact 
continues, but in this study, social expectations have changed substantially due to both a 
greater public concern over the behaviour of big business (Argenti, 2003) and of the changes 
to Australian banking practice. Responding to these changes creates uncertainty for 
organisations as the introduction of practices designed to meet the expectations of one 
stakeholder groups is likely to have implications for others. As suggested by Lindblom 
(Lindblom, 1959, 1979), organisations use a strategy of ‘muddling through’ in order to make 
small adaptations and to both test out and minimise impact of their decisions. As both social 
and shareholder activism are prevalent, there is no clear path for organisations to follow. 
However this provides continuing opportunity to explore how institutionalising acceptable 
responses to social expectations about organisational activity occur.  
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